Retirement 


Date 

Director 

_Other Directorships_ 

1995 

P. W. Douglas 

George C. Marshall Foundation (Trustee) 


Retired Chairman & CEO 

Holmes Protection Croup 


The Pittston Company 

International Center for the Disabled (Trustee) - $7,500 
MacMillan Bloedel Ltd. (Vancouver) 


Training/Experience 

New York Life Insurance Company 


economics, finance 

Phelps-Dodge Corporation 

St. Lukes Roosevelt Hospital (Trustee) 

United States Trust Corporation & 

United States Trust Co. of New York 


Date _ Director _Other Directorships. 


1996 

H. Brown, Ph.D. AMAX, Inc. 
Counselor 

Arnold and Mabel Beckman Foundation 


Center for Strategic and International 

California Institute of Technology (Trustee) 


Studies (CSIS); 

CBS, Inc. 


Partner, Warburg, Pincus and 

Cummins Engine Co., Inc. 


Company 

Evergreen Holdings, Inc. 


(Formerly: 

IBM Corporation 


Chairman, Foreign Policy Institute 

Mattel Inc. 


The Johns Hopkins University 

Rand Corporation (Trustee) 


School of Advanced International 
Studies; 

Trilateral Commission (North America) 


U.S. Secretary of Defense; 



General Partner, Warburg, Pincus & Company) 


Training/Experience 



physics, university administration, 
military research, government 


Retirement 


Date 

Director 

.Other Directorships 

1996 

J. M. Richman 

Continental Bank Corporation 


Counsel 

Continental Bank N.A. 


Wachtell, Lipton, Rosen & Katz 

Evanston Hospital Corporation - $25,000 


Attorneys-at-law 

The Johnson Foundation 


(Formerly 

Northwestern University (Trustee) - $78,000 


Chairman and CEO) 

R.R. Donnelley & Sons Company 


Kraft General Foods) 

USX Corporation 


Training/Experience 
law, food manufacturing, 
marketing 
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Retirement 

Dale_ Director_ 

Other Directorships 

1997 

H. G. Storr 

Executive Vice President & 

Chief Financial Officer 

Philip Morris Companies Inc. 
Chairman & CEO 

Philip Morris Capital Corporation 

Chemical Bank (Advisory Board) 

International Tennis Hall of Fame * $80,000 
(Director & Treasurer) 

Klingelnberg Corporation 


Training/Experience 
finance, accounting 



Retirement 

Date_Director_Q.ther.Dire.ctQrshipi 


1998 R. E. R. Huntley Richmond Renaissance • $30,000 

Counsel Sprint 

Hunton & Williams Union Theological Seminary (Member, Board of Trustees) 

(Formerly: Virginia Foundation for Independent Colleges (Trustee) 

President, Washington and Lee Virginia Historical Society (Trustee) - $110,000 

University 
Dean of Law School, 

Washington and Lee University) 

Training/Experience 
law, education, catalog sales 

Retirement 

Date_Director_Other Directorships_ 


1999 J. D. Nichols 

Chairman & CEO 
Illinois Tool Works 
(Formerly: 

Executive Vice President 
and COO Aerojet-General Corp.; 
Director, Financial Controls 
ITT Corporation) 

Training/Experience 

manufacturing 


Argonne National Laboratory 

Art Institute of Chicago - $265,000 

Business Roundtable 

Chicago Symphony Orchestra - $40,000 

Household International Corporation 
Junior Achievement of Chicago - $100,000 
Lyric Opera of Chicago - $ 146,000 
Museum of Science and Industry - $55,000 
Rockwell International Corporation 
Stone Container Corporation 
University of Chicago (Trustee) 
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Retirement 
Pate _ 


.Director 


.Other Directorships 


2000 M. H. Bring 

Senior Vice President & 

General Counsel 

Philip Morris Companies Inc. 

(Formerly: 

Senior Partner, Arnold & Porter) 

Training/Experience 
law, government 

Retirement 

Date _ Director _ 

2000 W. H. Donaldson 

Chairman & CEO 

New York Stock Exchange, Inc. 

(Formerly: 

Dean of the Graduate School of 
Management of Yale University 
William S. Beinecke Professor in 
Management Studies 
Counsel to the Vice President of 
the United States 
U.S. Undersecretary of State 
Co-founder, Chairman and CEO 
Donaldson, Lufkin & Jenrette, Inc.) 

Training/Experience 

finance, education, management, 

government 

Retirement 

Date_Director_ 

2000 K. R. Murdoch 
Chairman & CEO 
The News Corporation Limited 

Training/Experience 
publishing, motion pictures, 
television 


Lawyers' Committee for Civil Rights Under Law - $12,500 

The Legal Aid Society - $10,000 

New York City Opera Co. - $ 100,000 

New York Law Center Foundation 

Whitney Museum of American Art (Trustee) - $137,920 


_ Other Directorships ___ 

Aetna Life St Casualty Co. 

Business Council of the State of New York 
Carnegie Endowment for World Peace 
Council on Foreign Relations 
Honeywell, Inc. 

Lincoln Center for the Performing Arts, Inc. - $350,920 
Marine Corps Command & Staff College (Trustee) 
National Executive Service Corps - $2,500 
New York City Partnership - $87,500 
St. Lawrence University (Trustee) 


.Other Directorships 


None 
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Retirement 
Date_ 


.Director- 


Other Directorships 


2001 R. W. Murray 

President and COO 
Philip Morris Companies Inc. 

Training/Experience 
finance, accounting, marketing 


Alvin Ailey American Dance Theater • $353,420 
American Museum of Natural History - $10,000 
International Tennis Hall of Fame - $80,000 
Polytechnic University (Trustee) - $31,000 
United Negro College Fund - $1,051,420 


Retirement 

Dale-Director-Other.. Directorships 


2004 M. A. Miles 

Chairman of the Board & CEO 
Philip Morris Companies Inc. 

Training/Experience 
advertising, marketing, fast food 


Business Committee for the Arts, Inc. - $5,000 

The Business Council 

The Business Roundtable 

The Chicago Council on Foreign Relations 

The Conference Board (Trustee) - $51,000 

Grocery Manufacturers of America, Inc. 

J.L. Kellogg Graduate School of Management • $1,250 
Junior Achievement of Chicago - $100,000 
The Lyric Opera of Chicago * $146,000 
National Multiple Sclerosis Society NYC Chapter - $61,500 
New York Chamber of Commerce and Industry 
New York City Partnership Inc. - $87,500 
President’s Advisory Committee for Trade Policy 
and Negotiations 
Sears, Roebuck and Company 


Retirement 

Date-Director-Other Directorships_ 

2006 R. S. Penske American Express Company 

President Conner Peripherals, Inc. 

Penske Corporation; Henry Ford Museum & Greenfield Village (Trustee) 

Chief Executive Officer, Shearson Lehman Brothers Holdings, Inc. 

Detroit Diesel Corporation and 

Penske Truck Leasing Corporation 

Training/Experience 
transportation, 
automotive technology, 
retail sales 
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Retirement 
Date_ 


Director 


Other Directorships. 


2007 E. E. Bailey, Ph.D. 

John C. Howard Professor of 
Public Policy & Management, 

The Wharton School of the 
University of Pennsylvania 
(Formerly: 

Dean, Graduate School of 
Industrial Administration, 
Carnegie-Meilon University; 
Vice-Chairman, Civil Aeronautics 
Board) 

Training/Experience 
economics, research, teaching 


Brookings Institution 
College Retirement Equities Fund 
CSX Corporation 
Honeywell Inc. 

National Westminster Bancorp Inc. 

(Note: $89,500 contributed to The Wharton School.) 


Retirement 

Date-Di rector --- Other Directorships 


2008 J.S. Reed 
Chairman 

Citicorp and Citibank, N.A. 

Training/Experience 
engineering, finance 


Retirement 

Date_Director 


Americas Society - $25,000 

Center for the Advanced Study in Behavioral Sciences 
Corporation of MIT (Member) 

Memorial Sioan-Kettering Cancer Center (Board of Managers) 
Monsanto Co. 

National Bureau of Economic Research, Inc. - $15,000 
(Trustee) 

Rand Corporation 

Russell Sage Foundation (Trustee) 

Spencer Foundation 


Other Di rectorships 


2010 Stephen M. Wolf 

Chairman & CEO 
UAL Corporation & 

United Airlines 

(Formerly President and CEO 
Tiger International, Inc.; 
President and CEO Republic 
Airlines; President and COO 
Continental Airlines 

Training/Experience 
airline industry 


Air Transport Association of America 

Alzheimers Disease and Related Disorders Assoc. - $1,200 

Chicago-Cities in School 

Chicago Council on Foreign Relations 

Chicago Symphony Orchestra - $40,000 

The Conference Board (Trustee) - $51,000 

Illinois Dept, of Public Aid 

Project Chance 

Rush-Presbyterian-St. Luke's Medical Center 
Seattle Museum of Flight 
The Business Roundtable 
Conagra (Former Director) 
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Retirement 
Date_ 


Director 


Other Directorships 


2013 J. Evans 

Vice President & General Manager 
Home & Personal Services 

Division 

U.S. West Communications, Inc. 

Training/Experience 
marketing, direct mail, 
retailing 

Catalyst - $20,920 

Edison Brothers Stores, Inc. 

Ladies Professional Golf Association 

Maidenform Inc. (Advisory Board) 

The Phoenix Heard Museum 

Women’s Forum 

Young Presidents' Organization 

Retirement 

Date_Director_ 

Other Directorships 

2017 R. D. Parsons 

Chairman & CEO 

The Dimes Savings Bank 
of New York, FSB 

Training/Experience 

law 

Federal National Mortgage Association 

Howard University (Trustee) * $28,000 

Metropolitan Museum of Art (Trustee) - $792,000 

Rockefeller Brothers Fund 

Time Warner Inc. 

Emeritus Directors 


Retirement 

Date_ Chairman Emeritus_ 

_ Other Directorships 

Permanent 


J. F. Cullman 3rd 

Chairman Emeritus 

Philip Morris Companies Inc. 

Training/Experience 
business, marketing 

African Wildlife Foundation 

American Museum of Natural History (Trustee) • $10,000 
Atlantic Salmon Federation (U.S.) (Chairman) 

IBM World Trade Europe (Honorary Director) 

International Tennis Hall of Fame - $80,000 
(Chairman of Executive Committee) 


Walt Disney Company (Director Emeritus) 

World Wildlife Fund - The Conservation Foundation 
(Chairman Executive Committee) - $62,500 
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CORPORATE GOVERNANCE 
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(. j 

Shareholder Proposals to Be Presented 

■ Help tobacco farmers to convert to other crops, (a.k.a. Economic 
Conversion) 

— Anne Northrup, Kentucky state legislator, raised issue at 1993 
meeting (Q. 4). 

— 1993 Response - processors and farmers need each other. 

— See Tobacco Operations Q. 34. 


C 


Halt efforts to restrict smoking in public places and to challenge ETS 
health hazards, (a.k.a. ETS) 

— Primary Filer, Dr. Gregory Connolly proposed the Voluntary Code of 
Cigarette Advertising resolution at the 1993 meeting. 

— See Litigation Q. 19. 

— See Health Q. 4 - 5. 

Redeem the Poison Pill. 

— Resolution presented by Anna Thompson, International 
Brotherhood of Teamsters, at the 1993 meeting and received 41.6% 
of the votes cast. 

— See Corporate Governance Q. 9. 

Milk/Cheese Pricing. 

— See Food Operations Q. 5 - 7. 


gift 
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Withdrawn Proposals 


■ Split the company into two separate corporations. 

— Connell Shearin raised the issue at the 1993 meeting (Q. 20). 

— 1993 Response * Board considers alternative strategies, but 
considers the current one the best. 

— See Corporate Governance Q._ 

■ Miller Television Advertising. 

— See Advertising & Promotions Q. 8. 

■ Malt Liquor Marketing. 

— See Advertising & Promotion Q. 4-5 

■ Place warnings on all forms of “cigarette/logo” advertising, (a.k.a. Global 

Warnings) 

— Resolution presented by Fr. Michael Crosby of IRRC, at the 1993 
meeting and received over 6.6% of the votes cast. Fr. Crosby is the 
Primary Filer for 1994. 

— Fr. Crosby suggested that Marlboro gear, with its logos, is targeted 
to children. 

— Timothy Smith felt that PM ads are manipulative and side step 
legal restrictions. 

— Dr. Alan Blum, DOC, stated that the company risks fines by 
televising the Marlboro Grand Prix. 

— 1993 Response - company does not violate the law in any way. 

— See Advertising & Promotion Q. 19. 


2 
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Philip Morris is one of the first major consumer packaged goods 
companies to hold its annual meeting in 1994, and RJR's annual 
meeting has been moved to May. Therefore, there are no 1994 annual 
meetings we can reference to obtain universal shareholder issues. 


Perspective Meeting Attendees: 

- TK 
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General 

1. What procedures are in place to review CEO performance? 

■ Performance is reviewed and compensation determined by 
compensation committee. 

2. With the problems presently being faced by PM, how can you justify 
spending time on the Boards of other companies, like Sears? 

■ I serve on two outside Boards; Sears and Dean Witter. 

■ Serving on other Boards provides valuable experience and ideas. 

■ To attract other qualified Board members to PM's Board, I must in 
turn be willing to serve on other Boards. 



3. Have you had any indication that any large group, such as CalPERS might 
want to try to make changes in PM’s corporate structure, as happened at 
Sears? 

- No. 


4. Have there been any instances in which the Board disagreed with a 

significant management decision? 

■ Not to my knowledge. 


5. Do you think that Boards of Directors should take a more active role in 
management? 

■ There is nothing wrong with Boards being active. 

■ Unless you serve on a Board, it is hard to say how active or inactive 
the Board is. 
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6. Is the company CEO available to meet with shareholders upon request, 

and if so, on what basis? 

■ Yes, we would. 

■ Shareholders are owners, we value their ideas. 

■ We have a very active Investor Relations department which is 
always available for meetings. 

7. Is there much contact between outside Directors and the company's top 

managers who do not sit on the Board? 

■ Monthly Board meetings offer regular opportunity for contact. 

■ Managers attend Board luncheons. 

■ Top managers make presentations to the Board, and attend major 
Board planning meetings and trips. 

■ There are informal question and answer sessions between the two 
groups. 

■ The company’s top managers participate with the Directors in a 3- 
day strategy session to review the company’s Five Year Plan. 

8. How much communication is there between ordinary shareholders and 

top management? 

■ Company policy is to maintain open communication with all of its 
shareholders. 

■ There is a regular program of meetings between senior 
management, financial analysts and representatives of major 
institutions who are the beneficial holders of millions of shares of 
PM stock owned by “ordinary” shareholders. 
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Poison Pill 

9. When does the company’s shareholder rights plan (poison pill) expire, 

and what is your position with respect to extending the plan? 

(U) ■ The Rights Plan was passed by the Board on October 25, 1989. 

■ The Rights will expire on October 25, 1999, unless redeemed 

earlier or exchanged by the company. 

■ It is discussed in the 1993 Annual Report on page 35, Note 7. 

■ The company’s position regarding the plan may be found on page 

21 of the Proxy Statement. 

■ The resolution refers to 2 studies regarding the effects of rights 
plans on the trading value of the adopting companies’ stock. The 
performance graph on page 12 of the proxy statement clearly 
contradicts those studies. 

■ The March 1988 Ceorgeson study concluded that companies with 
rights plans received takeover premiums averaging 69% higher 
than those received by companies not protected by such plans. 

■ An important study completed at a leading university (Rochester) 
concludes there is no evidence that the mere existence of anti¬ 
takeover measures contributed significantly to the end of the 
takeover boom of the 1 980’s. Contrary to the position taken by 
proponents, the study suggests that shareholder rights plans are 
“reliably associated with larger premiums for shareholders who sell 
their shares in a successful takeover.” 
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Confidental Voting 


10. What is the company’s policy on confidential voting? 

(U) ■ Policy is stated on page 1 of the Proxy Statement: proxies and 

ballots that identify the vote of individual shareholders will be 
kept confidential except: 

■ As necessary to meet legal requirements—in cases where 

stockholders write comments on their proxy cards, or in a contested 
proxy solicitation. 

■ During the proxy solicitation period, the company will receive 
aggregate vote tallies from its Independent Proxy Solicitor, but not 
the name of stockholders. 

» The independent inspectors will notify the company if a 

stockholder has failed to vote so that he or she may be reminded Pi 

and requested to vote. 

Golden Parachute 

11. Are you considering a ban on golden parachutes? 

■ No. 

■ Employment contracts are essential in order to attract and retain 
superior employees for top management positions. 

Committees 

12. What do you think of shareholder demands that special committees be 

formed to investigate issues of current concern? 

■ We have special committees for compensation, audit, public affairs 
and social responsibility, nomination and investment. 

■ Additional special committees would not serve any useful purpose. 
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13. Has the Board formed an Ethics Committee or Social Responsibility 
Committee? 

■ The committee on Public Affairs and Social Responsibility has been 
in existence for over 20 years. 

14. Do the Nominating and Compensation Committees comprise only outside 
Directors. 

■ Yes. 

15. Why has the company not established a Shareholder Advisory 

Committee? 

■ Not necessary. 

16. How does the company keep its outside Directors informed of company 
matters? 

■ Meet 11 times per year. 

■ Regular reporting of all company operations at monthly Board 
meetings. 

■ Annual 3-day planning session to review company’s 5-year plans. 

■ Presentations on specific operations at each Board meeting. 

■ Answer questions as they arise. 

17. How does the Board actually participate in formulating company 

strategy? 

■ By reviewing and analyzing company’s 5-year plans. 

■ By reviewing and analyzing all new investments exceeding $5 
million and all increases in existing investments over $25 million. 

18. Have any institutional investors sold large amounts of PM stock lately? 

■ To come. 
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19. Have any officers, Directors, or their associates disposed of large blocks 
of company stock recently? 

■ To come. 

20. Why did they exercise their options? 

■ We do not know, and we do not make inquiries into the actions of 
individuals as long as they conform to SEC regulations. 

Composition of Board 

21. Why don’t you have more women and minorities on the Board of 
Directors? 

■ At this time we have two women Directors and one African- 
American on the Board. 

■ There have been times when there were more women and 
minorities on the Board. 

■ We are continuously evaluating potential candidates to fill open 
Board positions. 

22. What is the percentage of outside to employee Directors? 

■ Out of a total of 20 Directors, 16 are outside Directors, 4 are 
employee Directors — Murray Bring, Bill Murray, Hans Storr, and 
myself. 

23. Some of the people might think that having 20 people on the Board 
makes it cumbersome. Is any consideration being given to decreasing 
this number? 

■ Over the years we have had larger Boards. 

■ Broad and diverse pool of expertise beneficial to large company. 
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24. Are there any Directors who might face possible conflicts of interest 
because they sit on the Boards of other companies with whom PM deals? 

■ Our lawyers have looked at any possible conflict of interest, and 

they do not feel there are any. 


Directors' Independence 

25. How independent are your Directors. Aren’t most of them tied to the 
company in one business or another? 

(U) ■ Our Directors are very independent — both according to the SEC 

definition and in the way they approach issues. 

■ It is by no means unusual for big companies like ours to have its 
bankers or lawyers on the Board. 



26. What criteria does the Nominating Committee use to establish the 
independence of Directors? Describe any interlocking relations among the 
Directors? 

(U) ■ We use the same criteria as when we look for Directors in general, 

like: 

— multinational business experience 

— diversity 

— governmental experience 

— academic experience, and 

— genuine interest in our business 

■ Compensation Committee interlock; described on page 7 in the 
proxy. 



{ 
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Board Composition 

27. Do you think it is in the company’s interest that former CEO’s should be 
on the Board? 

■ Hamish Maxwell and John Richman have a wealth of experience in 
dealing with the many issues our company faces today. 
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28. Has the company considered adding an environmentalist to the Board? 

( j ■ All our Directors are responsible to all shareholders in every 

category of the company’s operations, including environmental 
matters. 


29. Are you thinking of having an employee representative on the Board? 
■ No. 


30. Why was a new member added to Board? 

■ In anticipation of the 2 retirements taking effect at this meeting. 



Stephen Wolf 

31. Mr. Wolf has a long and distinguished history with the airline industry, 
but what expertise does he bring to the PM Board of Directors? 

■ Mr. Wolf is a strong and effective leader of a global business. 

32. United Airlines recently began testing smoke-free flights on some of its 
international flights. How does PM feel that a member of its Board 
approved such a test? 

(N) ■ United Airlines certainly has the right to run their business as they 

see fit. 

■ Test is scheduled to run from March 1 to September 30. They may 
or may not become permanent, depending on consumer 
acceptance. 

■ It’s unfortunate that those international travelers who smoke will 
be inconvenienced. 

■ This move reinforces the fact that our Directors are independent. 
Mr. Wolf is a strong leader of a global business. 
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Board of Directors Meeting 

33. What was the average attendance of the Directors at the Board meetings? 

■ In excess of 90% in 1993. 

■ 16 of the 20 Directors attended 100% of the Board meetings and 
their Committee meetings. 

34. Are the Directors paid their fee if they are absent? 

■ No. 

35. How much time do outside Directors spend on company matters? 

(U) ■ Each Director, with the exception of Stephen Wolf, is member of 

one or more committees, some are members of four committees, 
and each committee meets 3 to 5 times a year for at least an hour 
each. 

■ Directors attend 11 regular Board meetings a year, which last about 
3 hours each. 

■ Directors attend a 3-day planning session annually. 

36. Where were Board meetings held in 1993? 

■ In New York at PM Headquarters. 

■ In Richmond, annual meeting. 

■ In Berlin, September 1993. 

■ In Northfield, May 1993. 

■ Planning meeting held in Williamsburg. 
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Annual Meeting Arrangements 

37. Has the company considered rotating the annual meeting among location 

with large shareholder concentrations? 

■ We have considered it, but Richmond is the traditional home of 
PM. 

■ No benefit, could cost more to rotate. 

38. Can nominations to the Board of Directors be made from the floor at the 

Annual Meeting? 

■ No. 

■ The company’s By-Laws provide that nominations must be made in 
writing before the annual meeting. 

■ Rules for nominations are described on page 22 in the Proxy 
Statement. 

39. What is the cost of holding the annual shareholders’ meeting? 

■ The cost in 1993 was approximately $2 million. 

■ This included $185,000 for printing of the Proxy Statements. 

■ $1,150,000 postage for mailing Proxy Statements and Annual 

Reports. 

■ Rental of the tent and related expenses was $250,000. 

40. Will a post-meeting report and a complete transcript be sent to 

shareholders? 

■ A post-meeting report is included in our First Quarter Report 
mailed to shareholders in May. 

■ Shareholders may review a complete written transcript at the 
company's headquarters, 120 Park Avenue, New York, upon written 
request to the Corporate Secretary. 
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41. Why can’t we hold the shareholders’ meeting in an auditorium large 
enough to accommodate everybody? 

■ We could, but we like holding our meeting on our own premises. 

■ It would be more costly to rent a larger place. 

42. Why isn’t there a “No Smoking” section in this auditorium? 

(U) ■ There is a no-smoking section in the Tour Theater adjacent to this 

auditorium. 

■ This auditorium has very good ventilation. 


Audit Matters 

43. What steps have been taken to strengthen internal controls to prevent 
kickbacks and other employee-vendor fraud? 

■ The company maintains a system of internal controls to ensure 
that: 


— transactions are executed as authorized, 

— transactions are properly recorded, 

— assets are safeguarded, 

— accountability for assets is maintained. 

A professional Corporate Audit staff monitors the effectiveness of 
the controls. 

Key employees and Directors must certify compliance with the 
Business Conduct Policy each year and are requested to submit 
exceptions to such policy to the General Auditor or the Secretary of 
the Audit Committee for review. 

800 number to anonymously report any wrongdoing. 
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44. Do the corporate auditors report directly to the Audit Committee? 

■ The General Auditor, who heads the company’s Corporate Audit 

Department, reports directly to the Executive Vice President and 
Chief Financial Officer. 

■ The General Auditor has direct access to senior management and 
the Audit Committee at his discretion. 

45. What does the company do about auditors also auditing its competitors? 

■ Coopers & Lybrand has strict internal policies relating to the 
confidentiality of client proprietary information. 

■ It maintains separate engagement teams so that the same 
personnel would not serve major competitors. 

Questions from “The Heroes” (Committee of Concerned Employees) 

46. Why did the Proxy Statement fail to inform shareholders of the business 

affiliations of the Directors, a failure that constitutes fraud by omission? 

■ The Proxy Statement did not “fail to inform’ shareholders of the 
business affiliations of our Directors. Their business titles and 
Directorships are set forth very clearly. 

■ The information in our Proxy Statement is required by disclosure 
rules of the SEC. We fully comply with those rules. 

■ The business relationships to which you refer are common and 
usual, permitted by the regulatory authorities and conducted — in 
all cases — at arms length. 
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47. How can you justify the presence on the Board of many Directors whose 
qualifications and performance on the Boards is suspect at best? 

■ Qualifications of each nominee to serve are examined exhaustively 
by the Nominating Committee before it makes a recommendation 
to the Board. 

■ Many of our Directors also serve on the Boards of some of this 
country’s most outstanding companies. 

48. Why did the company deliberately misrepresent itself to the 
shareholders by concealing 1992 trade imbalances? 

» We have never concealed trade imbalances. 

■ Any trade imbalances which may have existed resulted from 
reasonable sales assumptions which proved later to be incorrect. 
Both we and the trade made many of the same assumptions. 

■ Our returns have been minimal, which leads to the conclusion that 

although some of the sales assumptions were more aggressive than 
others, the vast majority were correct. 

■ A certain minimum level of inventory is necessary. 

49. Why does the Board retain so many inside members who have a vested 
interest in maintaining the status quo? Are you willing to reduce inside 
Directors to two by 1995? How can the independence of the outside 
Directors be guaranteed when so many of them do extensive business 
with the company? 

■ Of the 18 Board members standing for reelection, 4 are insiders — 
Mr. Murray, Mr. Storr, Mr. Bring, and myself. 

■ Messrs. Maxwell and Richman are no longer involved in the day-to- 
day operations of the business. 
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50. Mr. Miles, are you ready to take responsibility for the company "tumbling 
into the abyss” in which it now finds itself? Are you prepared to face 
legal action against the Board and management brought by the 
shareholders and employees? 

■ We have made a course correction, and we intend to make good on 
our promise to perform. 

■ There are hundreds of large companies in the US which can only 
hope to match our outstanding financial performance. 

Benefits to Directors 

51. Why give non-employee Directors shares of stock in addition to retainers 
and fees? 

(U) ■ This is a mechanism designed to increase the ownership position of 

our Directors, rather than provide only cash compensation to them. 

■ Also done to more closely align the Directors' interests with those 
of our shareholders. 

52. Why give Directors retirement benefits? 

■ For competitive reasons; most large companies provide such 
benefits. 

■ This rewards Board members for longer terms of service. It acts as 
a retention vehicle. 

53. What other benefits do you provide outside Directors? 

■ Outside Directors receive the following “benefits”: Reimbursement 
for business travel and life insurance. 

■ Outside Directors have access to the following on a contributory 
basis (pay 100% of premium): Medical insurance, dental coverage, 
pension, and voluntary deferral opportunity for Director fees. 
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54. Why does Mr. Miles have an agreement specifically related to termination 
benefits? 

■ When the KGF severance agreements were eliminated, it was 
agreed that all KGF employees, in the event they were involuntarily 
terminated, would be eligible for a severance arrangement. 

55. Did the company engage in discussions this proxy season with any 
shareholder or shareholder group concerning the inclusion or exclusion of 
any shareholder proposal in the company’s Proxy Statement? If so, give 
details. 

(U) ■ The company engaged in discussion with a number of the 

proponents at various times during the years. Two of these 
discussions resulted in the exclusion of two shareholders’ 
proposals. (Miller TV ads; company split) 

■ The other two excluded proposals (malt liquor marketing; global 
warnings) were granted no action letters by the SEC. 

56. What are the procedures for Director nominations. How were the 

nominees selected? Is shareholder input sought in the nomination 
process? 

■ Shareholders are always free to submit nominations. 

■ Stockholders wishing to suggest candidates to the Nominating 
Committee for consideration as Directors may submit names and 
biographical data to the Secretary of the Company. The Company's 
By-Laws prescribe the procedures a stockholder must follow. To 
nominate a candidate for Director at the 1995 Annual Meeting, 
notice of the nomination must be received by the secretary of the 
company at the New York office between October 8 and November 
7, 1994. The notice must include the name, address, occupation 
and shares held by the nominee. 
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57. On average, on how many Boards of Directors do the company’s 
independent Directors serve? What is the highest number of 
Directorships held by a company Director? 

■ On average, the number is 2. 

■ Highest number of Directorships held by a company Director is 5, 
(H. Brown). 


58. How much stock do the Directors own and, generally speaking, is it an 
important percentage of their respective portfolios? 

(U) ■ Number of shares owned by Directors can be found on page 8 of 

Proxy. 

■ We have no way of knowing whether this is an important 
percentage of their respective portfolios. 
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ENVIRONMENT 


Re v. 3/23 


! CERES Principles 

1. Why hasn’t PM Companies signed the CERES (Valdez) Principles? 

■ Our statement on Environmental Principles, published in 1992, is 
substantially similar to the CERES Principles in both word and 

! deed. 

i 

i 

■ Most major corporations won't sign the CERES Principles. 

■ Requires companies to be held to vaguely defined principles. 

■ Involves burdensome reporting and auditing; increased cost. 


Sustainable Development - ICC 

2. in 1991 the International Chamber of Commerce (ICC) established a 
business charter for sustainable development. The charter outlines 16 
principles that ensures a balance between economic growth and 
environmental protection. To date, over 700 corporations around the 
world have formally supported ICC’s charter for sustainable 
development. Why has PM not yet supported Sustainable Development? 

■ Agree with the general theme of Sustainable Development. 

■ Each company must design and abide by its own principles driven 
by the nature and scope of its operations. 


EPA Voluntary Programs 

3. The Environmental Protection Agency has initiated a number of 

voluntary programs for improving the environment. Programs such as 
33/50, which allows industry to reduce the amount of toxic chemicals it 
uses in manufacturing, and green lights, which encourages companies to 
switch to efficient lighting fixtures. Why hasn’t PM joined these 
programs? 

n We support the goals of both programs. 

■ Each company must design and abide by its own principles driven 
by the nature and scope of its operations. 
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Council on Economic Priorities 

4. The Council on Economic Priorities (CEP) has given PM its lowest possible 
environmental rating and urged customers not to purchase any PM 
products. What are we doing about this? 

■ The CEP (Alice Tepper Marlin, Director) is a non-profit group in New 
York that monitors social policies of large corporations. 

» CEP sponsors an annual book, “Shopping For a Better World," which 

x 

led to an inaccurate Daily News article accusing PM of doing 
business in South Africa. 

■ We contend that CEP’s published reports are based on insufficient 
research and inadequate facts. 

Clean Water Act Reauthorization 

5. Is there a need for Congress to pass legislation to reauthorize the Clean 
Water Act? 

• We have been a supporter of the Clean Water Act initiatives over 
the past 2 decades, and we continue to support this important 

program. 

■ We have formed an intra-company task force to work on the 
reauthorization of the Clean Water Act to ensure that Congress 
passes legislation which will guarantee an adequate supply of clean 
water in the least bureaucratic, but most cost-efficient manner for 
water users. 
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Beer 


Forced Deposits 

6. Are you for forced deposits on beer containers? 

■ Miller opposes mandatory forced deposits as they unfairly single 
out beverage containers while ignoring 80% of litter and 95% of the 
solid waste. 

■ Increases the price of beer and soft drinks. 

■ Consumers buying less or traveling to nearby non-deposit states to 
purchase beverages. 

■ Beverage containers only comprise about 6% of the municipal solid 
waste stream. 

■ Mandatory forced deposits remove valuable material from curbside 
recycling programs. In 1992, recovery rates for aluminum beverage 
containers was 68% and for glass containers 33%. 

■ At last count, there were over 4,000 curbside recycling programs in 

the US. 

■ According to Franklin Associates, of the 5 states with critical 
landfill shortages, 3 are bottle bill states (New York, Connecticut, 
and Massachusetts). 


Recycling 

7. What does Miller do with its paper waste? 

■ Miller paperboard is either recycled or reused. 

8. Is Miller’s packaging recyclable? 

■ All glass and aluminum containers and paperboard carriers can be 
recycled through curbside programs or voluntary drop-off centers. 
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9. Does Miller use recycled material in its packaging? 

■ Miller's aluminum cans are made from nearly 100% recycled 
materials, 50% of which is post-consumer material. 

■ Miller’s bottles are made from approximately 30% post-consumer 
recycled material. 



Source Reduction 

10. What has Miller done by way of source reduction? 

■ Since 1961, the amount of aluminum used in our cans has been 
reduced by about 45%. 

■ Since 1986, reduced the weight of our glass bottles by more than 

20 %. 

■ Since 1989, reduced shipments to landfills by 72%. 

■ By 1995, expect to completely discontinue sending anything from 
our breweries to landfills. 

Nature Conservancy Program 

11. What is Miller doing with regard to the Nature Conservancy Program? 

■ Miller’s contribution to the Nature Conservancy was a one-time 
donation. 

■ Our agreement with the organization expired in 1993. 

■ There are no plans for further support. 



f 
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Eond 

12. What is KGFI’s position regarding cleaning up the environment? What 
steps have been taken to reduce package waste, industrial pollutants, 
etc.? 

■ In the last decade, glass usage has been reduced by more than 
30,000 tons. 

■ Over the last 3 years, we have reduced the overall weight of 
packaging materials in our European businesses by some 20,000 
tons, at a savings to the company of over $30 million. 

_ Glass packaging reduction alone over the 3-year period 
amounted to 5,000 tons. 

— Paper accounted for a reduction of 2,200 tons over the time 
period. 

■ In our roast and ground coffees, the inner packaging for vacuum- 

packed coffee consists of newly-developed synthetic materials with 
a thin aluminum film. This film has enabled us to reduce 

aluminum content from 465 tons to 2 tons annually. 


Resource Conservation Reauthorization Act (RCRA) 

13. What is KGF's position on RCRA, the federal solid waste legislation? 

■ KGF will continue efforts to assure that food safety concerns are 
taken into account in any federal solid waste legislation. 

■ Market driven recycling and source reduction are working and 
should be allowed to continue without mandated "rates and dates" 
set by legislation. 
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"Green Marketing" Guides 

14. What is KGF's position on environmental marketing claims? 

■ KGF joined in asking the FTC to issue environmental marketing 
guidelines, which the FTC did 2 years ago. These "green marketing" 
guides are a significant step to assure the dissemination of uniform 
and truthful labeling and advertising information to consumers. 

■ Still many conflicting state and local laws and regulations. A 
uniform national standard is needed to provide one set of rules to 
facilitate national marketing. 

Solid Waste 

15. What's the solution to the solid waste problem? 

■ Solving the problem takes a combination of waste 

management options working together: 

- Source Reduction 
* Recycling 

- Composting 

- Waste to Energy Incineration 

- Landfilling 

16. What is KGF's contribution to the solid waste stream? 

■ 1.0%, by weight, of packaging in the solid waste stream. 

■ Since packaging is about a third of total solid waste, our 
contribution is 0.3% of total solid waste. 
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17. What is KGF doing about our contribution to the solid waste 

stream? 

■ Over the last 10 years, we have eliminated over a billion 
pounds of packaging from the solid waste stream. 

■ We use a half billion pounds of recycled material annually. 

■ We were the first food company to use recycled plastics in a 
food container when we introduced a 24 oz. pourable 
dressing container containing 25% recycled PET. 

■ We support packaging research. 

■ The brochure, "Working Together to Reduce Solid Waste," is 
available. 

18. What has Oscar Mayer done to reduce the amount of solid waste 

associated with its packaging? 

■ Reduced the packaging of our Lunchables by 45%. 

■ Removed all the heavy metals used in inks associated with 
our packages. 

Solid Waste/Packaging 

19. Doesn’t KGF/PM contribute a huge amount to the solid waste 

burden in the US? What is it doing to change this? 

■ Over the past few years we have reduced the amount of 
packaging used by our products. 

■ We have been pioneers in the use of recycled plastics, where 
it has been shown to be safe for food packaging. 
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Non-Recyclables 

20. Why are so many products in non-recyclable plastic? Kool-Bursts? 1 

Capri-Sun? Shouldn't more things be in glass? 

■ The recyclability of the package is only one consideration. For 
many applications, glass is perfectly appropriate, but 
elsewhere it may prove to be too heavy or subject to 
breakage. 

■ Some plastics that are not commonly recycled today may be 
recycled in the future as the recycling infrastructure Is 
developed. 

21. Why doesn't KGF/PM use more recycled paper or plastic In its 

packages? 

■ For any products designed to be consumed by humans (such 
as food, beer and cigarettes), the packaging must meet strict 
purity standards. 

■ The opportunities for the use of recycled plastics for food 
packaging are very limited. 

■ Technology is not yet available that would ensure that 
recycled plastics of all types could be purified to the extent 
necessary to protect food safely. 

■ Recycled paperboard must meet adequate purity standards, 
and, must be strong enough to protect the product in all 
phases of transportation and distribution. (Wet, refrigerated 
and frozen environments can significantly weaken paper 
fibers, especially recycled paper fibers.) 
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22. What are you doing to reduce KoolAid Koolbursts package or make 

it recyclable? 

■ The KoolAid Koolburst package is designed to protect the 
product. 

■ The plastic bottle is designed to be able to be recycled as 
plastic recycling grows. 

■ The plastic wrap is not extra packaging, but helps keep the 
product flavor. 

■ The paperboard holder is made from recycled material. 

Package Waste Reduction 

23. What is KGF Canada doing to reduce packaging waste? 

■ By the end of 1992, reduced the amount of packaging 
material used by 23% vs. 1988, surpassing National 
Packaging Protocol requirements set at 20%. (KCF Canada 

has converted its 500 and 750 ml. pourable salad dressing 

bottle from glass to PET.) 

■ A leading supporter of the "blue box" system, (home recycling 
at the municipal level supported by industry). 

■ Is taking a leadership role in the Grocery Products 
Manufacturers of Canada’s proposed Canadian Industry 
Packaging Stewardship Initiative. Monies collected from the 
levies used to set up an infrastructure for collecting different 
materials, facilities for sorting collected packaging materials, 
and for research and development and commercialization of 
new environmental technologies. 
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Superfund 

24. What is your position regarding the reauthorization of Superfund? 

■ PM supports the cleanup of toxic waste sites and believes that the 
Superfund approach to this costly task is generally the proper one. 

■ A reauthorization of Superfund must deal appropriately with the 
liability issue so that companies are not exposed to liability out of 
proportion to their involvement in any particular site. 

Hazardous Waste 

25. Does KGF have any involvement with EPA Superfund Cleanups of 

hazardous waste disposal sites? 

■ KGF and its subsidiaries are currently involved in 86 
Superfund sites, some of which are still in investigation. The 
majority of these sites involve waste generated at facilities or 
businesses which have been sold and for which KGF retains 
an indemnity obligation. 

■ KCF is also completing its systematic upgrading and 
replacement of underground fuel and gasoline tanks. As part 
of that process we are completing the remediation of any 
spills or leaks on our existing plant locations. 

• Our expected financial contribution to cleanup is small in 
relation to other affected companies. We do have several 
sites where we are among the ten largest contributors based 
on the preliminary allocation of liability. 

■ We have established reserves which we believe are adequate 
for our expected financial contribution, or have insurance to 
cover expected costs. 
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Hazardous Substance Accident Prevention 


26. Does KGF have plans to prevent an oil or hazardous substance 

related accident which could affect a community? 

■ Food manufacturing does not manufacture toxic materials. 

■ Food manufacturing does not use or store hazardous 
materials in any significant quantity except for ammonia 
which is used in facility refrigeration systems, and for 
materials used for cleaning and disinfecting of plant 
processing equipment. 

■ KGF facilities have developed emergency plans appropriate 
for the type of facility. 

■ KGF facilities are taking part in community disaster planning 
programs designed to prevent or mitigate disasters. 

■ Additional planning and training for all KGF facilities to be 
completed this year as part of the KGF Environmental 
Improvement Project. 

Environmental Laws Violations 

27. Does KGF have any pending cases alleging violations of one or more 

environmental laws? 

■ For 1993, there exists one minor administrative complaint of 
noncompliance at an Oscar Mayer facility in Madison, 
Wisconsin. The US EPA is seeking $66,000, which is below 
the SEC reporting requirement of $100,000. 
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Environmental Compliance 

28. What is KCF doing to improve its Environmental compliance status? 

■ KCF recognized in 1991 that it needed to improve its 
compliance programming due to the combination of 
unprecedented changes in personnel, product and facility 
changes, new and changed regulatory requirements as well as 
public expectation of environmental compliance. 

■ A task force of internal technical and legal personnel 
reviewed our compliance programs and made 
recommendations to senior management. 

■ Those recommendations were incorporated in 1994 business 
and individual performance. 

■ PM Companies also conducted a compliance assessment. 

Right-to-Know/Emergency Planning 

29. Will PM/KGF share with concerned citizens a list of all chemicals 

used in its facilities? 

■ PM/KGF complies with all applicable laws regarding the 
disclosure of hazardous substances used in its facilities. 

■ We have elaborate spill control plans and evacuation 
procedures in place in the event of a problem with those 
materials. 

■ Our first emphasis is to prevent the inappropriate release of 
any substance to the environment. 

a Our efforts are focused on proper training of employees and 
maintenance of equipment to make certain that 
unauthorized releases do not occur. 
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Indoor Air Pollution 


30. What does KGF/PM do about indoor air pollution at its facilities? 
Smoking? 

■ Each facility undertakes to make certain that adequate 
ventilation is provided so that the health or comfort of 
employees is not adversely affected. 


Clean Air 

31. How is KGF/PM complying with the Clean Air Act? 

■ Our facilities and transport fleets have undertaken 
appropriate measures to comply with local air quality 
standards. 


W& 


1 3 

k 


Source: https://www.industrydocuments.ucsf.edu/docs/kpvlOOOO 


CSt>T66ZZ0Z 



